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ALGERIA'S II\1TERNATIONAL RELATIONS 

1 The portidns of this Estirnate concerning the implications of the 
I 

proposed El Paso natural gas project in Algeria were prepared in 
I response to a Department of State request for an intelligence assess- 
! ment on this question. 

I I 

I CONCLUSIONS 

: A. President Boumediene is clearly in charge of Algeria. His 
i regime has no credible challengers in sight, but the system is de- 
I pendent on his personal leadership. His departure from the scene 
I could bring on considernhle political uncertainty. Boumediene will 
i continue pressing his pcllides of state ownership or control of all 

major economic enterprises in Aigeria, and of developing neavy in- 
dustry, even at the cost of agricultural stagnation and heavy unemploy- 

I ment. 

B. Out of interest and sentiment, Algeria remains non-aligned and 
generally aloof from most other countries. Save for the Arab-Israeli 
dispute, it will continue to be little interested in most developments 
in Arab states and other pruts of the Third World. But the Palestinian 
issue does arouse strong feelings in Algeria; in times of an acute Arab- 
Israeli crisis (as in June 1G87) the government might feel compelled 
to take at least temporary action against Israel's supporters even at 
the expense of Algeria's own economic interests. ' 

C. i~uunlediene skilllClly plays off the major powers against one 
another. The USSR has provided nearly all of Algeria's arms and some 

! I  i I 

I 
I I 
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,economic aid, and France a variety of economic and other benefits 
including some military assislance in recent years. Much expensive 
American equipment and many technicians are Iwing used by the 

I 
national oil industry. In addition, the US offers a potentially large 
muket for Algeria's gas reserves. In no case, however, have the Al- 
gerians allowed themselves to come under strong influence from any 
outside power, /nor are they likely to. 

1 D. A1 subsdntial oil Algeria will continue to rely on 
I rising oil revenues to pay for its increasingly expensive development 
'projects. Ib Februiuy 1971 p d  nationalization of two French oil 
companies (the only large foreign-owned concerns left in Algeria) I 
I promises' Algeria increased income from its petroleum. Though this 1 move set off a fairly serious crisis with the French, tensions are now 
I receding. An accord has been reached with one French company and, 
lover time, probably will be with the other one as well. 
I 

E. But Algeria's best hopes for added income probably lie in its 
,mostly unexploited natural gas reserves, which are among the three 
or four largest in the world. Its first effort to export major quantities 
of natural gas has been its agreement with the El Paso Natural Gas 
Company of the US. If this is approved, the Algerians would begin 
shipping gas to the US in the mid- or late-l970s, and would initially 
receive about $120 million a year in new export earnings. Algeria 
probably sees this as but a beginning and will push for further foreign 

I gas sales. 

i (Section 111 assesses the implications of approval or disapproval of 
h e  El Paso project, a ~ d  Algeria's long-term reliability as an energy 
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I 
I 1. ~ l g e r i a  h i  had mire of in impact on the 1. DOMESTIC SCENE 

, international scene than ih  small population 
I I and its newness as a nation would seem to A. The Regime and its Policies 

warrant. This has resulted, at least in large 1 3. President of the Revolutionary Coundl 
I I part, from the actions ;of an aggressive and and of the council of Ministers Houari 

intensely nationalistic leadership which has Boumdiene is clearly in charge; he d b c t s  a 
decolonized and socialized the countty's m n -  / dictatorial regime, albeit not a very tyrannical 

. I 
I 

omy,/ adroitly played off several of h e  great : one. Long the chief of the armed forces, he 
powen for i a  bm bdnefit, and giben loud I seized power from Ahmed Ben Bella in 1885. 
verbid and soma matmid support to Lwgen-  Since then he: has consolidated his power. 
des h various parts of 'the world. 1 I purged his opponents, quashed an attempted 

I 2. b e  Mgerian coinmitment to' a nolr I coup in 1967 by the then armed forces' Chief 
alignhi international p h v u  s m  to nu 1 of S M ~  ~ o l o w l  ~biri, and put those loyal 

1 dee$, yet its atdtude tqwud the US will also to him in the important posts. Boumediene is 
I mntinuc to be i a~~ditioned b y  ib ;fnitation / alnlost totally lacking in charisma, a respected 

I but somewhat withdrawn figure. His authority 1 over t he  US stance in; the Arab-Israeli con- 

1 

I 

1 
I 

l 1  
I 

I 

i : 
I 

d 

fl ict  Such factors, alohg with the ,Algrrian derives not frum mass popularity but from 

Govern ~ n t k  rkord ofjextremely tough deal- the well equipped, well paid, and loyal Al- 
ings with foreign oil companies, raise questions gerian military' and security establishment, 

both about the general course of US-Algerian pdeularly the *~OOO-man myo 

relations over the next several years and about 4. If Boumediene's personality has seemed 
Algeria's lonpterm reliability as an energy enigmatic, his policies are not. He has, over ' supplier for the US and Western Europe. the ycars, put virtually all remaining toreign- 

I , 

I , ;  1 ' I *- 3 

I I 
i : 1 l i  I 
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i owned properties and assets under Algerian farmers themselves have all dropped shnrply. 
ownership or control. Until Independence, Al- Further, the former protected Frcnch market 
geria was dominated-politically, socially, and for wine has bcen cut off, and many Algerian 
cronomlcally-by the French. The 196&1063 vineyards are being slowly converted to the 
exodus of 90 percent of the million French production of other crops. 
residents of Algeria meant the dbandocment - (I is ths of 

their pw*W p*wies' most Algerians, it is a matter of birly low their gov'mment "nec'rc* and "'any of '0'' priority to the govemmmt, whicll continua to former sub- to docate limited resources to i t  Rathe,, the 
j*' But a of factorla' businass' regime b out to develop heavy industry on a mines, oil operations, and other enterprises large-sale, and has many of the assets needed continued under French and to t~ lesser extell+ for such an Besides hadng a highly 

1 forsign brmmhi~* Since l88$ virmall~ developed in f r a s~chue  inh&ted from m- all of have been taken Over and are 'Ow lonial days, the country is rich in exportable being run by' the Algerians themselves.1 mineral resources: principally oil, natural gas, 
5. Beyond ending foreign ownership ard 

control, the regime has ambitious long-term 
, plans for the development of the nation's 

economy, which has a ~ i x  of weaknesses and 
strengths. On the minus side, Algeria has a 
problem of population presswe on available 
arable l a n k  problem exacerbattd by a very 
high blrth rate. (Population is now 14 million 

I people; the rate of increase is 3.1 percent a 
I year,) Unemployment is extensive both in the 

cities and rural areas. Most Algerians are still 
, poor farmers, dependent on the weather for 

the growth of enough wheat to feed them- 
I selves. Nearly all the bcst agricultural land 

hail been taken over by French settlers, who 

I 
made most of it into large estates p~odudng 
wheat, citrus h i t ,  and wine for the metropole. 

, These properties are now operated by the 
ex-employees of the departed owners along 
with &t)y arrived war veterans and land- 
1- peasants; management standards, pro- 
ductivity, output, and personal incomes of the 
1 I 

'At least untll recently, tha government har rhown 
little intcmt In aoclallzln~ the propertier of those 
mlativ~ly few affluent Algerian professional men. 
estate owners, and 'capitallsh who had previously 

and some iron ore. Algeria's gas reserves are 
Isrge, but only a fairly small amount has so 
far been exported. Petroleum is another mat- 
ter; Algzria is an important world oil producer. 
Its income from the sale of oil reached some 
$650 milJion in hard currency in 1970 (71 
percent of its export earnings). This has 
enablcd the regima both to build up foreign 
exchange reserves of several hunc'ncd million 
dollars, and to begin work on an ambitious 
scheme designed, perbaps ovei two or more 
decades, to make Algeria an affluent industrial 
power. This effort will be extremely expensive; 
it will require ever larger imports of costly 
capital goods which in turn will depend on thc 
receipt of more and more foreign exchange. 
Greatly enhanced export earnings over present 
levels, along with fairly strict austerity at home 
to restrain import levels, will be n d e d  to 
cany out such a program. 

7. The Boumediene regime has been ac- 
tively pursuing these policies wer the past 
few years. A gcneral belt tightening and higher 
taxes have been imposed. Private foreign travel 
is discouraged. Strtct controls over importsof 
consumers goods are in effect. A nunher of 

thrived under the French. ThL handsoff policy a ~ -  import substitution industries, such as textiles, 
pean to be changing, however. For exnmple, an a m -  
rbn refonn law Juat publbhod calls for tha breakup have been built, Efforts to get .rlore petroleum 
of large A l g a r i n n d  landholdinn. revenues from-ur in spite of--the French 
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' I  I Pnragmphn 34-48 below discuss the El Paso project 
Algcria is still too new and i b  politicnl trn- 
ditions a ~ d  institutions too undeveloped to 

I ,  

I 

COrnrC 
I 

have becn pursucd with tenacity. With the to approach thorn. If the] do, such compctcnt 
proposed El Paso agreement to export nahval mnnagement would be of great assistance fn 
gas to the US, efforts to earn iarge sums from achieving Algerian developwmt goals. 
(Algeria's rich gas deposits have begun.= Ten 
to 15 'percent of current oil earnings are being B. Political Prospects 
plowed hack into exploration for more revenue g. We know of no opposition ' yielding oil ras-, and for the consbuction to Bournedieno or his in the govern. I Of more pipelines* principal planned ment or armed forms, The public at l l y e  

I 
1 dustrial pmjstr undnways a apparently continues to demonstrate the po- 
I 

three @em'cd mmplexest are de- litical apathy prevalent since the end of the 
not to Pvide new job, but indeprndmw war, me gwmment's long- 

""6 '' new '@Or' emin@ and '0 ~ro"" t a m  development even with the I hPOrt 8ubstitutes' SOv- atuteriq it entails, appears to have fairly ' emmat effOm in these 'limited general acquiesceno?, save for the smaU but 1 have led the ov(rd to pw hard p r d  middle c l ~ .  Nonethelm, the 

I 

I 

I 
I 

I 
I 

1 
I 

I 

I 
1 

I 
I 

at lJte of 58 mt a Yew Algerian regimeno matter how stable it now 
the pafomanco in the a@cu1- appears-remains a vulnerable one. The mar- 

t~~ sector md &' ;continued low living ginal living standads of most of i b  farmers, 
standards af mqst of the people. j I the gross la&' of employment opportunities, 
, 8. IAlgeria odntinud to proclad itself a the additional hardships imposed on the people 
socialist state, but it k an unusuai one. In by the development program, the yrestnce of 
practice, it is developing soinething akin to a small educated boqeoisie chafi~lg under 
state capitalism, Government corporations, rule by hardnosed, sodalist m y  officers add 
with varying efficiency, now operate such up to the potential for eqresions of mass 
specific sectors of economic activity as mining, public unrest. There is no way of predicting if 
textiles, and p e t r o l d n  d l  of which they or whm popdm explosiom might occur, but 
have a monopoly. W i t h  the limits of basic they cannot be ruled out 
central government policies, each corporation 10. The preserlt system is highlv dependent 
is more or less autonomous. The best known on the cvntinued, penond leadenhip of 
and most effecCive of is Bournedim. There b no Deputy President 
the sbte m ~ ~ ~ ~ n  'WonsibIc or gendy number two; neither 
and natural gas. Developed by the able Belaid instihltionallred pmcedurr for 
AMmelam, now the Minister of I n d W  choosing a sucauor. A n m  constitution 
Enflgy* SONATRAcH hs, itwlf pmmistxI yem ago but has never been 
capab1e of " uw of promulgated. Some controlled local and re- 
the pebolmm indww* hcluding e*loratiOn* gional e]ection, have been held, but there have 
cxtrdon,  refifinins and mark&%. In these been no national ona. There a single of. 
efforts they have had extensive help fm fid.1 political p m ,  the National Liberation 
hired ford@ dvisofs including k n e f i c ~ *  Fmnt (FLN), and it b reking to reorganize 
It is tm early to tell whether SONATRACH ,d sbengthen itself, ~ u t  the n~ is so in- 
will retain its; Present high Or herently weak and subordinate to the govern- 

: whether other state come me,,t as to make it a negligible political force. 
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permit a very confident asscssmnnt of long- course, very different reasons), at least until 
tenn prospects were Bournediene to lose his it becnrne clear that victory was ine~itable.~ 
grip or leave the scene altogether. Fellow Arabs providcd arms, *&haven, and 

11. Were he to do so, the surviving prin- verbal support, but were careful not to become 
directly Involved. Whatever outside assistance 

dp* in the of and the they received, the Algerians beliwe that, army would probably step in at once and seek basically, it wns because of their own fighting to P'Y the major in rvllng the munb; heavy sacrifirrs that they won their in- theV mi*t lnttitute 'Ome form mueglal dependence. Innately suspicious of outsiders 
But without Boumdiene's dLs- anyuny, .ad not p d ~ d y  gntefd to my. 

'On* splits-bmught On both by one, they cherish freedom of actton, and are and personal differen-d infighting could 
easily develop over time. Indeed, there are very sensitive to any ox.ernd pressures. 

, already repo& of disputes among the top 
lesdership; at least one minister is alleged 
to ' oppose the regime's austerity measures. 

1 Boumediene's defeated r i v l ,  Ben Bdla and 
I Colonel Zblri, are still alive--the first under 
I detention and the second in exile; they both 

probably have some backing irr the country. 
In my event, while tho domestic scene now 
appears stable and quiet, Algeria's longer term 
political future is far from assured. 

I I 
II. FOREIGN AFFAIRS , 

1 A. Algeria's Foreign ~0utlook 
12. As a strategically located, potentially 

wealthy, moderately influential ArabAfrican 
country, the Algerian Government is inclined 
both by interest and sentiment to avoid align- 
ment with any of, the &at Powers. Rather, 
it nodally seeks, in the classic ThM World 
pattern; to play major outside states off against 
each o p e  for its own benefit, an<l ,it bas 
becomd quite skillkd in dbing so. At the same 
time it / stubbmnld resists / efforb of oqtsiden 
to i n t e k e  in its ' affairs.l I 

( 8  I I I i 
i~ mbgy md sentiment,, much; of it 

created dwing the bloody 1954-1962 war of 
independence, usually incline the Algerians 
the same way. During that war fought against 
the French, Algeria got little or no assistance 
from either the US or the USSR (br ,  of 

14. Most politically aware Algerians have 
very sttong feelings on the ArabIsraeli dispute, 
feelings which could lead to moves against 
those considered to be allies of the Israelis- 
particularly the US which, in the eyes of 
many Algerians, is tainted with oth* sip: P* 

well. In times of acute crisis, these sentiments 
can become so strong that the regime cannot 
ignore them. In the June 1867 ArabIsraeli 
wnr, public opinion was so aroused that the 
government felt impelled, though probably re- 
luctantly, to impose a temporary embargo on 
all trade with the US and UK (alleged to be 
fighting alongside the Israelis) and to break 
diplomatic relations with the US (those with 
the UK had been severed previously). Though 
thcse moves had little short- or long-tenn prac- 
tical effect, the regimo might, in a comparable 
situation, again feel it wodd have to take 
similar measures, even at the price of damage 
to the Algerian development effort or the 
economy as a whole. I 

i 15. Other than' in such critical times, the 
Algerian Government does not pay much at- 
tention to the Mideast situation. Dcspite its 
+ 

'The Algerlan rebels did receive substantial ams, 
publlc support, and diplomatic backing from the 
Chinew fairly early on. But in recsnt years, the Al- 
gcrfanChinew relatiomhip has been one of long dts- 
tance cordlalfty. China prwida virtually no economic 
or military aid and ths level of mutual tmde is very 
low. 
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riqid anti-1sraoli stand, its public rejection 
of a i ceasofiro, its avowed refusal to coua- 
tenanco any compromise settlement with the 
lsrnekis or to abandon the rights of the Pales- 
t inid Arab people, the Boumediene ' regime's 
actual military and economic involvemcnt :s 
negligible. In 1967 it did send a small military 
force to join the ~6~1;bans along the Suez 
Canal, but witbrlrew these troops in 1970 whcm 

powerful military force in the area, Algeria 
now sees little threat in the Maghreb, and 
maintains good bilateral relations with all its 
neighbors. These circumstances will permit 
Algeria to con&te on its own parochial 
problems, though it will continue to give lip 
service to the idea of some loose federatton 
of the Maghreb states, and will hope even- 
tually to become the dominant state in the area. 

I 

! I 

I 

I I 1  

I 

I 
1 

I 
18. Algeria's relations with Africa have been 

marked by a declining patience with the 
liberation movements and a growing ernpl~asis 
on governmental relations. The Boumediene 
government continues to support those African 
rebels fighting the Portuguese, Rhodesians, 
and South Africans with modest inputs of 
m, training and propaganda. But its atten- 
tion has turned to improving relations with 
individual African states such as its Saharan 
border neighbors--l~ow objects of Algerian 
aid and training--and certain states sharing 
other common interests. 

the I s r a e l i - ~ ~ ~ ~ U a n  cease-fire prodded an 17, to the awve coup 
excuse. Algeria does provldo Palestinian guor- 
rillas with m s ,  training, and vorbal support- 

in Morocco was a careful ona of reshaining 
comment until the dtuation becamo clear. Al- 

much as Arab countria far tho though the Algerians sympathize with the idea 
field aided it in its own war of independence. of a republienn and it 
Otherwise, the Algerian leaden publicly and likely to in time, the Boumediene privately express a low opinion of Eastern regime fears the advent of an erratic na- 

' Arab officials and their military forces; they tionalistic pprticularly one which 
nm likely to continue. much as P H ~ ~ ~ ~ .  to might rdve territorial a g b t  Algedo. 
avoid rcal involvement in the problem of the and thu. apparsntly now pnfns predictable 
Middle East. I , 

I rule by King Hassan to uncertain alternatives. 

! I 

I 

1 ,  

1 1  

I 1  

I I 

1 ;  
I 

I /  
) t i  

I I 

i 1 
' 1  I 
1 i 

i / 19. Algeria's relations with most of the other, 
more distant peoples of the Third World are 
relatively aloof. The prindpal exceptions to 
this have been tho Vietnamese Communists 
whom for years the Algerians have sincerely 
and vehemently supported. The Algerians be- 
lieve the Vietnamese Commui~ists have much 
in common with themselves in that they have, 
at considerable sacrifice, mounted a major, 

I , B. Relations with the Third World 
16. Algerian policy towvard the rest of the 

Third World is partly a function nf geograph- 
I 1 ical proximity. Tunisia and Morwco have 

1 loomcd quite large, beginning with the early 
I , 19609, when relations with both were seriously 
' straincd by mutual suspicions and as a con- 

; skquence of Moroccan and Tunisian claims on 
large parts of Algeria. In 1063, Morocco bested 

1 ,  
Algeria in a brief border war; relations were ' tense throughout the area during much of the 

I 19609. Subsequently, for a variety of reasons 
including the shelving of the border ciaims 
and a gradual appreciation of their common 
interests, the situation has greatly eased. Re 
lations have so improved that ths three coun- 
tries now endsage such modest cooperative 
venturcs as a ,joint international airline. 
Though unforeseeable incidents could change 
this picture, Algeria's relations with Tunisia 
and Morocco seem likely to remain fairly 
placid. Wealthier, havlng no territorial cldms 
against its neighbors, possessing thc most 

I 
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I I 

I 

I 
I 

1 1  

I 

I 

though, under usual international rules, the 
Sovid Navy may with prior pcnnission call 
at certain Algerian dvilian ports, all Soviet 
attempts to obtain naval and air bases have 
'been sharply rebuffed. Contrary to some recent 
rcports there are no Soviet com9.rat wits, or 
Russian-piloted Tu-16s or Foxbats in Algeria. 

I 
I 

I C- 
1 

1 

sustained, and not unsucccsrful struggle tended $231 million in economic crcdits, and 
against a great powcr, Further, the Algerians &235 million in military pants and credits. 
aro askod for nothihig but polltlcal, diplomatic, Siilco Boum~llcno took power, thc Soviets 
and propaganda support--all of which are havo extended $3 milllon in cconomic credits 
emotionally satisfying, sincerely given, and and $la million in military assistance, in- 
cheap. hs far as the other lesser powers of the cluding a $100 million agreement signed in 
world are concerned, the Boumediene govem- February 1871. The Algerian Armed Forces 
rnent pays littlo attention to them savc as are almost completely oquippcd with Soviet 
potcntial customen. , 1 armaments. These forcos are of course depend- 

I 1 ent on Moscow for spare parts, ammunition 
C. Relations with the' USSR and the like. Some 1,000 Russian military 

1 

I was~aomrdod a hero's velcomo h Moscow 
and ties became quite close. Ben Belle's ouster I in 1885 did not immediately change the a p  

23. There are scveral factors which have 
curbed Soviet influence. Most of the military 
and economic aid was extendod in Ben Bella's 
day. Economic credits have been drawn down 
very slowly; the Algdrians sbow a marked 
preference for Western equipment and know- 
Irocv. The Algerians have sought to limit their 
dcpcndcnce on Soviet military support by buy. , 

ing small amounts of such French equipment 
as jet trainers and by arranging for military 
training programs in France and to ti smaller 
degree in othor West Europoan countries- 

I 
- 1 '  

I 
I (  
I 

; 1 

I I 

1 I : 1 

I ,  

i t  
1 1  

1 '  
I 
1 1  

' j  
1 1  
, I  

I 

I /  
I , 
1 '  

U). When Algerian independence came in technicians are in Algeria as instructors in the 

1962, fonnal diplomntio , relations with thc use and maintenance of Sovict fumishcd 

s o d m  -0 eshb1hhd :but 11~10 But qu i~mont  including 149 k t  'ightm/fighter 
as Ben Bella proclaimed himself a socialist bombers, 325 tank, 9 guided missuo patrol 
revolu~onary and an ideologue somewbat on boats, and air defense radar and weapons in- 
the Castro model, 'a thaw'ensued and the So- cluding SA-2 missiles. About 2,000 Soviet eco- 1 viets extended luie offeh of emnomic aid. nomic tshnlciclu are also present under the 

1 When Ngeh 's  ill-equip* nnny came off economic aid agreement, 
second 'best agaMt thu Moroccans in the fall ' 1 of 1063; Ben Bella tunredto Mosmw for mili- 22. The Sovie& have not buen able to trans- 

pearance of things; the Maghreb was engaged 
then and for some yean in a cold Wak of its 
own. The Soviets were accused of, or suspected 
to be supporting Algeria in its quarrels with 
M o m  and Tunisia; the US came ' in for 
similar aca&tions about backing Algeria's 
hostile nelghbon.' An image of Algeria was 
publicized by sotnd of its enemies depicting 
it as a new North African Cuba, loyal to the 
socialist camp, under the strong influence of 

I if not fiirectfon from Moscow, shouting de- 
: finnco at and promoting revolution throughout 
I the non-Communist world. 1 

I 
21. such cbargL werenot dmplete!y with- 

, out fandation, at least in the days of Ben 
I 

Rella. b r i n g  1963 and 1884, tho USSR cx- 
i i 

I 
1 

tPrl suPPliCI and lgM a patiffing late this significant investment of rnUitary and 

refpome, By 1984 was being vigor- ~ O O K ~ O ~ C  d d  into a Similar amount of h- 

ously lauded in the RuuiBn media: Ben Bella fhence over the lhmediene government- Al- 
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- 
e.g., Italy.' The Algerians are also probably 25. The city of Algiers has become. and rc- 
ow.ue, whatevar their dependence on the mains, a principal safehaven for revolutionary 
USSR for arnmunltion and military spare exiles from all over the world. Amcdcan Blnck 
parts, that them b littlo likelihood of these be. Panthers, Quebec separatists, and South Amer- 
ing cut off. A Russian arms embargo imposed ican prkoners releasd as ransom for poliqcal 
on a non-aligned, Arab, often anti-Western and kidn~ppings have been accepted and given 
pro-Soviet country would have extrcmely un- accon~modation. Thls of course derives from 
favorable repemassions throughout the Mld- Algeria's own "revolutionary" heritage. Algm- 

I dle East and the Afro-Asian world so far as ian enthusiasm for these non-African exiles- 
Moscow is concerned, whom it provides little or nothing more than 

1 1 

I U. Further, wNe  normally not opitnly criti- 
cal of Soviet foreign policy, Algeria does not 
go along with Moscow bn everything. Thus it 
has regularly denounced the Russians for sup  
porting the Middle East ceasefirs and the 
various efforts in and out of the UN to find 
a peaceful solution in that area The Algerian 
leaden have alsd demanded the departure of 
all foreign-including Russian-naval forces 
from the Mediterrancan. Thun whilo Algeria 
bas ties with the USSR which are often very 
useful and profitable, in the last analysis its 
policies parallel those of the USSR only when 
Algeria's own definition of its interests and 
sympathies dictate. The ulemate test cf this 
assessment would be whet!!er the Algerian 
Government would-like Egypt-permit regu- 
lar Soviet military forces to be based on its 
own territory. We doubt it very much. Unlike 
Egypt, Algeria is not critically dependent on 
the USSR for its defense1 and it is hard to con- 
ceive of its becoming so. It would probably 
take extreme circumstances, such as another 
Arab-Israeli war in which tho US was h.lieved 
to be ,&ectly in"01ved on the Israeli side and 
the USSR was thought to be fighting h t h  the 
~rab.1 to impel ;Ule ~lgerians to grant even 
tempc/rary base privileges to t-5e Soviets. - I $ 1  

8 S ~ O u l y  the ~lkria~ davd hlunteh d n c h  om- 
mmic pressurn by selling win-bargod 5y Park 
and mbstly ussalable eLewHers in the West-to the 
USSR,' though on ?em f a ~ b l e  t e r n  to Almia. 
Most vital export m n u e s ,  bf course. are earned in 
~ e s t e r h  Europe ahd the US, and the AIgerhn* clearly 
intend to keep it Yt way. 1 I 

1 I 

the equivalent of room rlnd board-may be 
waning. To our knowledge, Algeria supports 
and subsid~es none of their activity against 
their respective homelands. Rather it has 
viewed some, such as Dr. Timothy Leary, with 
open hostility and others, such as Brazilian 
revolutionaries and the Black Panth,m with 
obvious dhcomfort.6 One reason, no doubt, is 
tho incompatibility between extending support 
to revolutionary militants on the one hand, 
and the desire for reasonably good relations 
with the gov-ents they oppose on the 
other. 

D. ~elations' with the West 

France ' 

26. Oil was discovered in Algeria hy the 
French in the 1950s, and production has grown 

' continuously since. By 1970, output was close 
, t o  one n*llion barrels per day (bpd). The 
value of this oil is enhanced by ib very low 

I sul; iur  content and tho fact that the fields 
, me west of Suez and relatively close to Euro- 
pean markets. When Boumediene took over 
) In 1965, French companies produced about 70 
percent of the, total, other European and 

'In early July, ~ k &  announced a set of stringent 
guidelines on the treatment of airplane hijackers. If 
applied. they guarantee at least an Inihal t m  In jail 
for anyone hij:hcking a plane to Algeria in all but the 
most exceptional chumstanm. Thus were an Ameri- 
can citizen to hijack a plane to Algiem, he would 
automatically bo grantid asylum only if the US Gov- 
ernment requested thb be done. 
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Ameli M f h s  the rest.  he nor,-Frcnch pro- i dums  ,were takon ovor by tho Algeriah Cov- 
emmcrit betwwn 1967 and 18'70, and all were 
oventudly nationalid 4 t h  mutually agreed 
on dpensa t l cm/  I I ; I I 1 

27. 4gerian relations with the two French 
cornpanit% (ERAP and CFP) operating tho ro- 
mining foreign-owned fields became mom 
and more strained in this 'pwiod. Negotiations 
between the two governments rtretcbed on for 
nearly tw3 jre- and became more and more 
acrimonious and inconclusiveb F i d y ,  in 
February 1971, the Algerian Government uni- 
laterally nationalized enough of the French 
companies' asgets ,to raise its participation in 
them to 51 percent Algerian managen were 
put in charge, rrices sharply raised, and com- 
m a t i o n  arbibarily net. - 

I 
I 

B, movsa set off i serious though tem- 
porary Fmcb-Algerian crisis, with many 
angry words and mme acts by both sides. The 
French announced that the "special relation- 
ship" with Algeria was dead. According to the 
French, this meant that over time Algeria 
would no longcr be given special privileges 
(particularly as contrasted with Tunisia and 

panid inltlal response wag tough-withdraw- 
ing Fronch technicians from fields and refln- 
ttrles, rejecttng Algeria's t o m  for natlonaliza- 
tion, refusing to lift any more oU from Al- 
gerian ports, buy$cp substitute oil elsewhere, 
and threatening .o take legal action against 
anyone who bought Algerian oil (though they 
have not curried out this threat). 

, ; Morocco) with respect to immigration quotns, 

B. The Algerians responded'by imposing a 
boycott on imports of all but the most essen- 
tial French goods, and harming French resb 
dents in Algeria. They also issued announce- 
ments a b u t  a series of favorable agreements 
bohveen SONATRACH and a host of Ameri- 
can corporations assodated with the petro- 
leum industry. Of greater consequence were 
active and--so far-relatively successful ef- 
forts by SONATRACH to nrarket the oil from 

1 1  
I I 

* I  
! ,  

I 

1 I 
1 ;  i 

I I 
I 

I i 

i s l  
I I 
1 I 
1 I 

1 

( I  

I :  
I 

the formerly Fronchswned properties. By 
June 371, something over half the previous 
levels uf petroleum exports were being regu- 
larly sold to independeut oil dealers in Eu- 
rope.' Algeria, no longer sharing the income 
with CFP and ERAP, was then getting about 
the same revenue as before February 1971. 
Prospects are that sales will continue to rise. 

to tariff preferences, to .  technical assistance ' piogrm at reduced dsts, and to special 
1 ; quotas for wine imports, Of immediate impact 
, was the tenninadon of a $d3 million a year 

I financial aid program, FaZher, the French , Covemhent gale up tesponsdbility for nego- 
, Hating with the A!gerians on oil matters nnd 
j turned it over to C1 'P and E v .  These a m -  
I I I -- I i 

' 
i a  Undn the F ~ ~ ~ ~ l ~ e r l a n  "&tal relationshipn 

I trjttltuted by de Caulle, petrokum agreements were 
to be wdd out on n rtate-to-state besb, and entailed 

I pdlttlcal as well u economic coruldernt(~~u. The recent 
m$ptiaHorn c m d  a variety of dhputes and Issues, 
some of r general political natum, mme qultc technical. 

' In the Iwt analysb, howcvn, nearly d l  were concerned 
with Algerian efforb (and French resistance) to w t  

30. French recognition of this fact, along 
with the continuing strong, though partly in- 
tangible, ties which atiIl exist between the 
two countries, have brought about an easing 
of the situation, and indeed the likely etd of 
the crisis. Algeria and CFP have signed a new 
agreement apparently involving compromises 
on both sides. CFP accepted the terms of na- 
tionalizatf2.n and promised further investment 
in its share of op&tions. The Algerians agreed 
to 20 percent higher compensation for prop 
erties taken over, and apparently-dough we 
do not know the bxact terms-to provide CFP 

'At the tlme of natfonallzatlon, SONATRACH wac 
producing roughly 300,O bpd, ERAP 340,000, and 
CFP 280,000. In addltion a few mal l  F m h  and 
Amcric~n companies allecHwly produced something 
under 100,000 bpd. 

I 

mntrol of operations a d  to obtain more money for 
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I with oil at prices lower than they hod initially 
I dccreod, E W  hns begun negotiations with 

Algeria. Its somewhat different clrcumstnnces 
I are bound to make the process of reaching an 
I agreement more complicated (CWs Algeriul 
I holdings amounted to only about U) percent of 

its ovonew producing assets before nation- 
alization; in ERAP's case the figure is rougl~ly 
80 percent ) . Nevertheless, an eventual accord 

i with ERAP now seems likely, though not 
I certain. 
' 

31. Even if difficulties with ERAP con- 
( tinue, official Franco Algerian relatiom appear 

to haw stabilized. The ttm remain major 
trading partners. Algdan workers in France 
remain economically useful to both? French 
language and ,culturet struck very deep and 
pervwive roots in the ; 130-year occupation (8 

' perhnt of thelAlgerians read and write only 
~rehch. 5 pcrcent only Arabic, 11 percent 
both) and thk wiU oontinue for decades at 

I least. Both parties continue to value the 
b h c h  cultural and technical aid program, 

< 

under which some 6,000 French teachen and 
several thousand technicians are in Algeria. 
Politically the ' ~ w o  are not likely to be very 

' cxqkative; disputes, j some acrimonious, are 
almost 0l t . l~ :  but ndne now appears likely 

' to bring on a *manat  mptww in Franco- 
Algerian relations. Algeria serves as an im- 

/ portant link fot France with the Arab world. - 

France of course will &rue as a useful counter 
to other great powers, e.g., a potential supplier 
of a r m  and training if the Soviets prove diffi- 

1 

*TI rn am now over 800,tMO AlgeriaM In France. 
They bald low payhg, mmfal jobs which Frenchmen 

' 'refuse to accept. Sewing u a rafety valve for the 
Algerian population explosion, they nlso repatriate 

I 
about Sp million r year to the homeland-mpport- 
'Ing a number of unemployed rehtfves and bohterlng 

' ~Algcrln's exchange position. Barring r total-and un- 
likely--rupture btwean the two nations, the pnsent 
Algerian maidcut# kr France will probably not be 
dl~hubed* , I 

I I I 

cult, ancl as n potcntinl source of skills and 
mnrkct for gns tf tho US wcro to prcscnt 
problems. 

The United States 

32. A number of issues will continuo to 
trouble US-Algeriu~ relntions. Thcse include 
Algerian resentment of US supply of military 
equipment to Franc* during the independence 
war, Algerian dislike of most US foreign poli- 
cies, the nationalization of US finns In Al- 
gcria, the sharply differing ideological out- 
lwks of the twrr countries, normal Algerian 
suspicions of foreigners, and safehaven given 
exiles from the US. But this again is not the 
complete picture. Determined to increase their 
export earnings, the Algerians have evidently 
concluded that tho US, of all the dcvcloped 
countries, offers the most sophisticated skills 
and the bightst quality equipment needed to 
develop and operate complex m c e m  projects. 
And of course they see the US as a source of 
development capital and as a potentially luaa- 
tive market for exports of Algerian natural gas. 
Thus despite a good deal of harsh rhetoric, a 
number of steps have been taken over the past 
few years whicb have put US-Algerian rela- 
tionv on a more amicable basis than before. 

33. Several hundred highly trained and well 
paid US specialists have been hired, mostly 
by SONATRACH but also by other state cor- 
porations and the government. Much sophisti- 
cated US equipment is being imported. Sev- 
eral joint ventures, with an Algerian state 
corporation holding 51 percent of tbe shares 
and a US firm 49 percent, have come into 
operation. These include such schanes as con- 
struction of an elaborate computer center and 
various advanced oil exploration projects. The 
cumulative value of these projects is not negli- 
gible. There is little trade between the two 
countries, outside that related to the petroleum 
industry. In 1969 Algeria imported about $80 
mflllon in goods and senices fm the US. 
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, in@ from it. But of course the agreement 
vwuld imply making the US a much larger 
trading partner earlier than that. 

1 
I 

I ,  

I I 
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35. There is little doubt that the Algerian 
Government has put a very high priority on 
this arrangement, and for good reason. Al- 
gcrin's natural gw reserves are enormous (ex- 
ceeded only by thme of the US, the; USSR, 
and possibly Irm), and mostly untapped. 
They provide probably thc only potential for 
sharply increascdlearnings of the foreign ex- 
change necdcd for the country's ambltious in- 
dustrial development prpgmms.* With non- 
polluting naturnl gas coming into greater 
demand in nearb  west& Europe as yell as 

I I 

I 34. Along with \hb h u  bcml over the put  
few ycars, the evolution and negotiation of 
the proposed El Psso project, which would 
provide substantial quantities of Algcrian nat- 

j ural gns to tho American nrarket by tho mid- 
or late-]B70st If finally approved, it would 
entail total investmat (at 1970 prices) of 
about $1.2 billion, with thc costs split about 
ovenly between SONATRACH nnd the El 
Paso Natural Gas Company, SONATRACH, 

I with loirk and credit guarantees rrom tho US 
' , Exportamport Bank amounting to $285 mll- 
, lion, would build a luge gas liquefaction plant 

and a pipeline to the Hassi R'Mel gas field. 
I The latter is a sizeable one; even with the 

I lage volumes contemplated, only about 10 
percant of it would be exploited. El Paso ' would order from 6 to 9 specially built liquid 
natural gas (LNG) tanken, and construct 
facilitia on the e h t  coas: of the US to recon- 
vert the LNG into gas. The entire operation, 

I wen if 'approved immediatcly could not go 
I into production until 1975-1976 at tho e~rliest, 
' nfter which time Algeria would begin receiv- 

ing about $120 million a year in export earn- 

bA1,uerin*a pmven petroleudt reserver In datlon to 
output hre r~latively,mnall. Some oxped believe that 
unlesr dubdon~al new reserVa arc d l s c o w d  m n ,  
output will actually begin to drop wlthln a few yean. 

the US, the Boumediene rcgimo clcnriy sccs 
the El Paso project as the fint step in what 
could ultimately bccome a very large, very 
profitable enterprise.'@ 

36. Tho spado work and negotiations with 
rospcct to tho El Paso project have Icd to a 
noticenble lessening of frictions behvcen tho 
Algerian Government on the one hand, and tho 
US Government and American private finns 
on the other. US oil proprticv which werc 
odginnlly soqucstcrcd or confiscated have now 
been paid for on mutually agreed terms. Day- 
by-day bilateral discussions are generally busi- 
nesslike and not characterized by propagandis- 
tic rancor. Vietnam and Israel are not forgot- 
ten, but thcy are tro longer very active rubjccts 
of debate. US-Algerian relations are now- 
from the Boumediene government's point of 
view-p&cipally concerned with finding mu- 
tually acceptable means of enhancing Algeria's 
profitable energy exprts. In this context, the 
outcome of the pending El Paso project 4 1 1  
play a major role in detcrminfng future US- 
Algerian relations. 

Ill, IMPLICATIONS OF THE EL PAS0 
PROJECT , 

A The Short-Term Outlook 
37. Beyond a certain level of generalization, 

Algeria's immediate courses of action follow- 
ing approval or disapproval of the El Paso 
project cannot be specifically estimated in ad- 
vance. Approval vould strongly reinforce the 
present even, businesslike atmosphere of US- 
Algcrlnn wlations, but it would lead to no 
marked shift in Algeria's international outlook, 
much less in its relationships with other 
I 

should be noted that while In February 1871 
Algeria nationalid 51 pcmnt of the French com- 
paniet pctraleum uscb, It took over 100 pcrrvnt of 
their ~ I U  deposlh. Prior to that time It had had thc 
tight to purchase all the gns It wanted at the cost of 
production. I 
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I 

I I 
I 

I powcn. The Bourndieno rcglme scos tho El nounced. If dono in such a way as to lead 
1 Paso contract as a commercial venture, and tho Algerians to bclieve they were bclng in- 

approval of the deal would not givo the US sultcd or blackballed for political reasons, thc 
much political leverage wer the prickly Al- reaction could be ficry, at least in a verbal 

I 
I gctinns. They1 would not react to US approval senso. And a rejection would allnost inevitably 
I of lthe pmjcct with a burst of gratltuie, nor bo ascrihed to political motivcs. Other than thc 

would !.hey refraln from, say, counse!ing tho Interests Section itself-which might bo ex- 
Libyans on courses of acYon which could ultl- pelled if the Algerians felt provoked enough- 
mately lead the oil companies there (80 per- there are virtually no tangible US assets avail- 
ccnt US-owned) to face a future similar to that able for the government to seize as repris.*l. 

1 1 of +e cornpanlor formerly in Algeria. The several hundrcd American specialists 
I employed by SONATMCH might receive 

I 
Whothe' lad the mme h-3menf but Wg urnof& to take the initiative in restoring diplo- 

dal- they likdy bs The 1 ma'c rala'on. with ths US ' an 'pn qua- Agdsnt would denOuncs the US 
I tion; there are reasons fur and against their in such org.nlration, OPEC .nd thmughout 
1 
I 

1 
I 

I 

, 
I 

I 

1 

1 

I 
I I 

I i  

I 

I 

I 

I '  

I 

I 

I 

tnldng such a A dl~lOmatic rela- the . h b  world, k d l d  produca in lhat tionship would enabla each side more fully to 
mb e,g., Inq and Liby.. would bs v- staff ih embusies, and thus faditate f ~ ~ t h e r  pa*&.ic to Algerim mmpl*@ but 

I commercial But the two pomn of the El Paso project would probably not Interest in the -vs in itself lead Lhsm to take any new immediate tds which h ~ v e  become embassies in amy- stqs, thing but the formal trappings of protocol. 
I I I They pravide-as the El Paso negotiations 40, Despite its pique with the ITS, we doubt 

I have shown--adequate means for the two that Algeria could or would turn a st and seek 
I 

I countries to deal with each 0 t h ~ .  Further, the from the Rudans what the! cot~ld not get 
I bred  in 1867 was aqentially a symbolic pro- from the EL Paso Natural Gas Cumpany. They 

I tcst against US Middle Eastern policy; in Al- are almost certainly aware that the USSR docs 
I gerim eyes, the latter has changed but little. not need the gas, probably could not soon 
I Other Arab countries that broke relations with produce the LNG tankers to ship .it, and lacks 

the US in 1867 have not made any move to the foreign exchange to pay for it. They might 
restore them. For all their independence of, take out their immediate resentment on the 

I I and sense of superiority to,' other Arabs, the French. The ever wary Algerians suspect Paris 
/ Algerians are likely to be wary about taldng of plotting to kill the El Paso deal, both to 

, I such a conspicuous first step, particdarly if it keep the Americans out of their sphere of in- 
, ' seemed to be Part of a single commercial prof- flu- and to p d s h  the Algerians for their 

I at Over putlh1y - recent poh.French acts. Though the great bulk 

I 
nomlo shodd thd P ~ W  of re of F d  properties have &-dy been taken 

; storing diplomatic relations would be en- then, d enou& g h r r n ~  Lntaests- 
, hanced as a result of the El Paso deal. . e.g., their remaining 49 perceat holdings in 

I 39. Disapproval of the El Paso operation the oil companies and their large export mar- 
would, of course, bring forth angry reactions. kct in Algeria-to make them more vulnerable 

I Just how angry, and just what concrete steps than others to retaliatory actions. Whether thc 
would follow would dcpend to some extent on Algerian;: would actually retaliate against the 
the manner in which the rejection was an- French is essentially unpredictable, but would 

I I 1 

I 

1 

I 
I __ 13 

1 

1 I 

I I i 
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depend, among other things, on whether tho 
French might be prepared to step in to tnkc 

% the gas originally intended for the US. 
I 

8. The Longer Term Out/ookt Algeria's 
Probable Reliability as an Energy 
Supplier 

I 

41. If the El Paso contract is approved, it 
is to run for a period of 25 years. No one can 
posit with much cortalnty Algeria's-or most 
other countries'-reliability as an energy pro- 
ducer over so long a period. We list below 
those facton bearing on the problem which 
are most likely to be of continuing relevance. 

, 
42 Incentives for the Algerians to continuo 

shipments of gas to the US, even in time of 
severe political stress, are strong, and likely 
to get stronger over the yean. Algeria needs 
the money, and as time passes it will need it 
even more. Desplte its ofl revenues, it is not 
just another rich Mideastern oil producer; it 
has 18 times the population of Kuwait, while 
producing only a quarter to a third as much 
oil. Unlike Kuwait, Libya, Abu Dhabi, and 
other wealthy Arab mini-states, Algeria has 
not and cannot pile up hugo foreign exchange 
reserved simply because it lacks ways of use- 
fully spending the money; From an economic 
point of view, Algerh's situation is more like 
that of llran; it is committed to spending ever 
more on increasingly h t l y  development 
schem&.ll As projects get further along, it 
will become more1 and more difficult for Al- 
geria to do without the regular increment of 
funds needed to continue them; it is easier 
7 

Like Abcwh, Iran h u  a fatiy hrga population 
and promising economic potentlol. Iran embarked an 
expensive economic developmsnt program long before 
Algeria dld. Thb Is now well olong, bar so far been 
sumssful but hm become Incremlngly costly4 Levels 
of exchange rassrves arq low; indeed foreign indebtcd- 
I I ~ M  h inmasing. Evur mors rtmndy committed to 
the promam, the Irllnlan Gowrnment h both endlessly 
wrangling far more money while rhowlng great cam 
not to bdng abimt e m  a temporary hdt in Income. 

to discard plans for a steel mill ttlan to aban- 
don it threequarten completed. ThJs would 
almost certainly remain the case even if the 
present or a future Algerian regime were lo 
shift its priorities from building heavy indus- 
try to promoting employment through sub- 
sidized labor intensive industric.7; any cco- 
nomic plan aimed at boosting living standards 
wlll require very substantial funding. 

4. Further, natural gas is Algeria's real 
hope for greatly increased revenues over tho 
next several decades. Geological sweys to 
date indicate that it will not be able to rival 
countries like Venczuola or Saudi Arabia in 
volurno of petroleum produced. But Algeria 
may very well become the world's phxlpal 
exporter of gas; over the longer tenn both thc 
amounts extracted and the revenues received 
may become very great indeed. One of the 
important prerequisites for bringing this about 
is to make the product attractive enough to 
generate a rising demand for it and to attract 
the huge amounts of capital necessary to ex- 
ploit it. Such Algerians as Belaid Abdesselam 
(and very probably Boumediene) are well 
aware that playing politics with gas sales is 
not the way to lure more customers. 

44. Rational economic interest is not, of 
course, necessarily going to be the detenninant 
of A l g h  policy in all circumstances. We 
have discussed above an element in Algerian 
thinking-the intense anti-Israeli sentimen& 
which could motivate Algerian actions hann- 
ing it as much or more than the targcts of its 
ire. Specifically, Algerta could, in the heat of 
an Arab-Israeli crisis, ban the export of natural 
gas to the US." 

45. Such a ban could have no great practical 
effect before 1975 at the earliest. We cannot 
know who will be in charge then. An im- 
petuous, doctrinaire leader like Ben Bella 

"It might also do so in the heat of iunne other 
crbb ribation, e.g., another Algerian-Momcan war 
if Morocco wem backed by the US. 
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would, be far more dncllnd to cut off shlp- 
ments &m the more practical Boumodlcne. 
The d g l w  of damage the Algerians be l l ed  
they could inflict on the US and El Paso by 

1 an embargo would llro be a factor. Tho very 
I nature of the El Paso projoct b ruoh that there 
I is ~lmort nothing in that country ownd by 
I El Paso which tho govenunent could rclze, 

1 other thu~ my office fwnlhue and rutorno= 
I biles. Nor with ,El Pam owning and con- 
1 trolling most if not dl the LNG tankers, 

could .the Algerian Covtwnment ubitrarlly 
1 divert 'gas ship!nentu eluswhare, If it thought 
I ruth an aot would impole real dunhge on tho 

Ameriau economy, it might be mom lnclined 
btakem&a&qUr. f i tbe l iwdtheUS 

acts by the Algerian Government against US 
oconomio htarestu in general and the El Paso 
Natural G u  Comprny in partlculor. But even 
if such movu were undertaken, t h y  would 
be mom likely than not to be of short duration; 
mnomio incsntivu to m m e  would reassert 
themselver once the political purporu of m 
embargo had been rrsured. In general, h w -  
everD the Algerians are likely to be a reliable 
commercial partner if a deal b made. Indeed, 
because of mall foreign excbangc rese~~es and 
probable increasing depemdeace on additional 
revenues from gaq rales, Algeria b less likely 
than most other Arab produm of hydro- 
carbons to impose a long-tam em@ on 
the US." I 
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